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WE’LL  BE  WITH  YOU  IN  A  MINUTE. 


Please  hold 


Thank  you 


Thanks  again  for  waiting,  well  be  with  you  shortly 


,we  do  appreeiate  you’re  busy  and  we  appreeiate  your  patienee 


onee  again,  thanks  lor  waiting, 


. we  know  you  have  a  choice  of  ads  and  we’re  happy  you’ve  chosen  us. 

.We’ll  be  with  you  shortly . 


. . . . . . . . . Doesn’t  work,  does  it?  Not  lor 

an  ad,  not  for  a  business.  That’s  why  Mazda,  Safeway  and  Union  Bank  of  California  chose 
an  IBM  e-business  solution  that  helps  them  increase  their  customers’ satisfaction  —  without 
even  touching  their  bottom  line.  Ih  find  out  more  about  Web  sell-service  applications,  visit 
www.ihm.com/e-husiness.  Or  call  us  at  I  800  IBM  7080,  ext.  NC51. 

Solutions  lor  a  small  planet"  E  == 
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magnetiSTn 


Like  opposite  poles  of  a  magnet,  multinationals  far  and  wide 
are  finding  the  urge  to  merge  almost  unavoidable. 

^  In  recent  months:  Daimler-Benz  and  Chrysler  joined  forces 

?j  . 

in  a  high-octane  deal  initially  valued  at  $38  billion:  Bertels¬ 
mann  Aktiengesellschaft  anted  up  $1.4  billion  for  Random 
House:  and  Seagram  Go.  snared  PolyGram  Records  for  nearly 
$11  billion.  They  are  symptoms  of  an  evolving  global  econ¬ 
omy  in  which  rriultinatidnals  search  worldwide  for  greater 
economies  of  scale  and  market  share,  meaningful  product  and 
customer  extensiohs  and,  of  course,  elevating  shareholder 
value. 

How  can  merging  titans  obtain  any  df  those  advantages? 
As  our  cover  story  points  out,  anticipating  regulatory  and 
legal  challenges,  paying  careful  attention  to  disparities  in  IT 
infrastructure,  culture  and  language,  and  understanding  the 
costs  both  in  human  capital  and  dollars  and  cents of 
creating  interoperable  systems  can  make  or  break  even  the  ; 
most  synergistic  of  mergers. 

And  clearly,  the  earlier  IT  is  involved,  the  betten  That's 
because  many  of  the  envisioned  business  benefits  pivot 
around  vital  supply-chain,  sales  and  marketing  initiatives  — 
many  of  which  are  powered  by  highly  proprietary  or  cus¬ 
tomized  systems.  And  if  these  systems  can't  be  rejiggered  to 
work  in  lockstep,  oir  the  costs  are  prohibitive,  it's  in  the 
suitors'  best  interest  to  know  before  it's  too  late. 

And  as  with  animal  magnetism,  it's  better  to  understand 
i  your  differences  before  nuptials  are  exchanged  than  to  have 
the  dirt  come  out  in  divorce  proceedings! 


Mixing  it 


with  SAP 


up 

R/3 


HOECHST  AG  REORGS, 
SPINS  OPE  IT  WHILE 
MAINTAINING  ITS 
PISCAL  COMPOSURE 


“Organization  follows  business, 
and  IT  follows  organization.” 
That  has  been  the  guiding  phi¬ 
losophy  behind  a  major  re¬ 
structuring  at  Hoechst  AG,  the 
German  chemical  giant  that 
saw  1997  revenue  of  about  52 
billion  marks  ($25  billion 
U.S.).  The  restructuring  — 
which  is  expected  to  be  com¬ 
pleted  by  2000  —  has  meant 
a  major  overhaul  of  the  Frank¬ 
furt-based  company’s  systems 
architecture.  Hoechst  also  can 
now  boast  one  of  the  largest 
simultaneous  SAP  R/3  imple¬ 
mentations,  with  as  many  as 
140  deployments  at  various 
subsidiaries  worldwide. 

Back  in  1994,  many  of 
Hoechst’s  European-based  in¬ 
dustrial  businesses  were  show¬ 
ing  lackluster  results.  The  com¬ 
pany  also  was  at  risk  of  losing 
ground  in  its  pharmaceutical 
and  agriculture  businesses.  To 
boost  competitiveness  and 
more  closely  align  Hoechst’s 
businesses  with  its  customers, 
company  chairman  Jurgen 
Dormann  decided  to  move 


away  from  a  hierarchical,  cen¬ 
tralized  structure  and  instead 
create  a  holding  company  for 
eight  independent  operating 
companies,  each  with  its 
own  worldwide  subsidiaries. 
Hoechst  also  began  to  empha¬ 
size  life  sciences,  including 
biotechnology  and  genetic  en¬ 
gineering. 

The  decentralized  structure 
also  required  a  new  way  of 
planning  and  organizing  the 
company’s  IT  systems  world¬ 
wide.  Before,  Hoechst  sub¬ 
sidiaries  in  140  countries  made 
up  a  classical  matrix  organiza¬ 
tion,  each  with  its  own  com¬ 
puter  systems  and  experts. 

Under  the  new  regime,  IT 
decisions  were  delegated  to  the 
operating  companies.  And  two 
years  into  the  restructuring,  in 
1996,  Hoechst  spun  off  its  IT 
department  into  a  separate 
company  called  HiServ  High- 
tech  International  Services 
GmbH,  says  Ulrich  Bos,  chief 
executive  at  HiServ.  Today, 
each  Hoechst  unit  can  freely 
decide  whether  to  use  HiServ’s 
support  or  go  elsewhere  for  IT 
consultancy. 

Decision-making  freedom 
is  a  key  part  of  the  company’s 
new  philosophy,  but  head¬ 
quarters  has  made  some  strong 
IT  recommendations.  Hoechst 
struck  strategic  partnerships 
with  IBM,  Microsoft  Gorp., 
SAP  AG  and  AT&T  Gorp.  and 
recommended  that  its  com- 
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panics  standardize  on  R/3, 
SAP’s  enterprise  resource  plan¬ 
ning  software,  and  Windows 
NT.  The  SAP  choice  was  also 
made  with  an  eye  toward  euro 
and  year  2000  compatibility, 
Bos  says.  The  ambitious  goal 
was  to  switch  all  units  to  stan¬ 
dard  software  by  200 1 . 

Nearly  all  of  Hoechst’s  units 
took  up  the  recommendation 
to  standardize  on  SAP’s  R/3, 
says  Helmut  Hoffmann,  SAP 
global  account  manager  at 
Hoechst.  Some  230  separate 
R/3  implementations  have 
been  undertaken  in  40  coun¬ 
tries,  which  so  far  has  created 
18,000  to  20,000  productive 
users.  Some  of  Hoechst’s  sub¬ 
sidiaries  had  already  worked 
with  the  German  software  ven¬ 
dor  since  its  very  earliest  days 
—  about  25  subsidiaries  al¬ 
ready  had  R/2  systems  for 
mainframes,  Hoffmann  says. 

HiServ  was  asked  to  provide 


services  for  about  200  such  im¬ 
plementations,  Bos  says.  Its 
main  challenge  was  to  make 
sure  that  “IT  did  not  disturb 
the  businesses  processes  of  each 
unit  during  the  restructuring,” 
he  says. 

To  help  loosely  couple 
Hoechst  companies  and  sub¬ 
sidiaries,  HiServ  developed 
“application  to  application” 
software,  called  A2A,  which 
lets  companies  link  their  R/3 
systems.  Other  A2A  tools 
offer  interfaces  to  software  pro¬ 
grams  the  subsidiaries  weren’t 
prepared  to  replace  with  R/3. 
The  integration  software  also 
decides  when  the  business  ap¬ 
plication  systems  need  to  in¬ 
form  another  system  of  an 
event,  such  as  a  user  order. 

The  idea  behind  the  tools  is 
to  “allow  for  growth,  but  min¬ 
imize  risk,”  Bos  says.  For  ex¬ 
ample,  Vianova  Resins  GmbH, 
a  Hoechst  subsidiary  that  pro¬ 


ULRICH  BOS, 

CEO  OF  HOECHST 
SPIN-OFF,  HISERV 


duces  paint  resins,  used  A2A 
initially  to  build  interfaces  to 
its  existing  systems  for  trans¬ 
port  and  storage,  according  to 
Gerald  Skrobanek,  IT  director. 
But  by  year’s  end,  Vianova 
plans  to  phase  out  these  sys¬ 
tems  and  use  only  what  is  pro¬ 
vided  by  SAP,  he  says. 

The  SAP  implementations 
overseen  by  HiServ  have  grown 
ever  more  rapid.  Bos  says,  as 
HiServ  learns  how  to  minimize 
the  time  and  money  involved. 
In  fact,  the  implementations 
will  be  finished  ahead  of  sche¬ 
dule,  Bos  said,  by  the  middle 
of  next  year.  By  then,  Hoechst 
will  have  seats  for  some  60,000 
SAP  users,  or  roughly  half  its 
employees.  Hoechst  and  SAP 
also  worked  together  to  add 
features  to  R/3  that  are  specif¬ 
ic  to  the  chemicals/pharma- 
ceuticals  industry,  such  as  spe¬ 
cial  features  for  production;  an 
environment,  health  and  safe¬ 
ty  module;  and  additional 
transport  functionality. 

The  results  of  the  restruc¬ 
turing  aren’t  clear  yet,  as  com¬ 
petition  in  some  industries  re¬ 
mains  fierce,  and  the  project 
isn’t  complete.  But  Hoechst’s 
chairman  points  proudly  to  the 
fact  that  the  company  has  re¬ 
structured  while  still  “increas¬ 
ing  operating  earnings,  raising 
the  dividend,  requiring  no  cap¬ 
ital  increases,  growing  earnings 
per  share  and  achieving  a  sub¬ 
stantial  rise  in  shareholder  val¬ 
ue.”  In  1997,  the  Hoechst 
Group  posted  an  operating 
profit  of  3.65  billion  marks 
($2.65  billion  U.S.). 


D'AMICO  IS  AN  IDG  NEWS 
CORRESPONDENT  IN  MUNICH. 
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The  China  connection 


FLEXIBILITY, 
INNOVATION  ARE 
KEYS  TO  CLEARING 
CHINA’S  NETWORKING 
HURDLES 


BY  HOLLY  HUBBARD 


Goods  and  services  may  be 
traveling  more  freely  between 
the  U.S.  and  China,  but  when 
it  comes  to  network  commu¬ 
nication,  don’t  expect  to  find 
any  well-worn  Silk  Road. 

Veteran  information  tech¬ 
nology  professionals  in  China 
will  readily  admit  it:  Building 
a  network  infrastructure  in  and 


with  the  Chinese  government 
through  pre- approved  Internet 
service  providers. 

U.S. -based  companies  that 
want  to  communicate  with 
their  China  operations  “don’t 
have  a  whole  lot  of  options” 
right  now,  says  Eric  Scace,  vice 
president  of  international  busi¬ 
ness  development  at  UUnet 
Technologies,  Inc.,  a  leading 
Internet  backbone  provider 
based  in  Fairfax,  Va. 

Essentially,  they  have  two 
choices:  They  can  dial  in  to  an 
Internet  hub  outside  of  China 
via  a  government-approved 
local  Internet  service  provider 
(such  as  ChinaNet  or  Ji  Tong) 
that  will  eventually  carry  them 
to,  for  instance,  UUnet’s  In¬ 
ternet  gateway.  Or  they  can 


lease  an  international  point-to-. 
point  line,  such  as  an  expen¬ 
sive  T1  connection  (known  as 
an  El  in  China).  The  latter 
costs  about  $8,000  per  month 
for  a  dedicated  128K  bit/sec. 
line  and  often  requires  pre- 
approval  from  the  Chinese 
Ministry  of  Post  and  Telecom¬ 
munications,  which  runs  the 
country’s  telephone  monopoly, 
China  Telecom. 

Scace  says  the  more  afford¬ 
able  Internet  route  offers  very 
limited  network  security,  if  any 
at  all.  All  Internet  connections 
must  first  pass  through  a 
government-controlled  filter. 
Combine  that  with  the  fact 
that  high-level  128-bit  U.S.  en¬ 
cryption  technology  can’t  be 
exported  without  a  waiver. 


“and  there’s  not  a  lot  you  can 
do  about  security,”  Scace  says. 

Sound  discouraging?  Not 
when  you  consider  that  options 
were  even  more  limited  only  a 
few  years  ago.  When  Gary  Cur¬ 
tis,  an  independent  computer 
engineering  consultant  arrived 
in  China  three  years  ago,  there 
was  no  commercial  Internet  ac¬ 
cess.  Worse,  it  was  illegal  to 
connect  a  modem  to  the  pub¬ 
lic  phone  system. 

Since  then,  China’s  Ministry 
of  Post  and  Telecommunica¬ 
tions  has  established  ChinaNet, 
a  government- approved  Inter¬ 
net  service  provider  that  offers 
nationwide  backbone  capaci¬ 
ty  and  access  to  international 
telecommunications  gateways. 
Access  speeds  are  still  pretty 
abysmal.  Transfer  rates  are 
around  150  bit/sec.,  even  us¬ 
ing  a  state-of-the-art  56K  bit/ 
sec.  modem.  But  “poor  access 
is  still  better  than  no  access  at 
all,”  Curtis  points  out. 

FORGING  THROUGH 
Online  access  to  and  from 
China  is  becoming  so  impor¬ 
tant,  many  companies  are  will¬ 
ing  to  tolerate  the  limits  the 
market  presents. 

“The  power  of  Federal  Ex¬ 
press’  transportation  network 
and  information  network  de¬ 
pends  on  our  ability  to  be  ubiq¬ 
uitous,”  says  Keith  McCarr, 
vice  president  of  network  com¬ 
puting  at  Federal  Express  Corp. 
in  Memphis,  Tenn.  China  is 
no  exception,  he  says. 

FedEx  is  using  a  range  of 
networking  technologies  to 
link  its  offices  in  mainland  Chi¬ 
na  to  its  corporate  backbone. 
Its  main  regional  gateway  is  a 
high-speed  fiber-optic  Asyn¬ 
chronous  Transfer  Mode  back¬ 
bone.  The  network  receives 


out  of  this  still  predominantly 
Third  World  market  is  an  ex¬ 
pedition  into  the  unknown. 
Modes  of  transportation  are 
limited,  and  the  price  of 
passage  is  often  high. 

While  China  is  rapidly  ex¬ 
panding  its  telecommunica¬ 
tions  infrastructure,  land  lines 
can  still  be  scarce.  Where  they 
do  exist,  quality  is  often  poor 
and  overburdened  by  China’s 
quickly  swelling  metropolitan 
population. 

Despite  the  limits  on  the 
infrastructure,  online  computer 
use  is  growing.  The  Chinese 
government  estimates  there  are 
roughly  a  million  registered 
users  accessing  the  Internet. 
Still,  access  costs  remain  two 
to  three  times  higher  than  in 
the  U.S.  And  signing  up  for  a 
local  service  can  be  cumber¬ 
some,  if  not  intimidating,  be¬ 
cause  users  have  to  preregister 
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I  data  from  mainland  China  sent 

'  via  dedicated  connections,  dial¬ 

up  connections,  satellites  tied 
to  VS  AT  systems  and  other 
wireless  network  options. 
With  it,  FedEx  can  communi¬ 
cate  with  its  local  sales 
offices  and  coordinate  and 
monitor  freight  shipments  in 
even  the  most  remote  locations, 
down  to  the  minute. 

Baskin  Robbins  U.S.A.  Co., 
through  its  London-based  par¬ 
ent  Allied  Domecq,  is  gearing 
up  to  take  its  corporatewide  in¬ 
tranet  into  China,  where  it  al¬ 
ready  has  more  than  a  dozen 
outlets.  It  is  getting  help  from 
outside  integrator  IFX  Inter¬ 
national,  Inc.  in  San  Diego. 

For  Baskin  Robbins,  a  flex¬ 
ible  design  plan  has  been  key 
^  in  establishing  its  China  gate- 
;  way,  says  Dan  Martin,  presi¬ 
dent  of  IFX  International. 

For  instance,  it  avoids  using 
custom  software  and  remote 
servers.  Instead,  the  Chinese 
franchisees  will  use  local  ver¬ 
sions  of  a  popular  browser  to 
carry  them  to  a  designated  uni- 
form  resource  locator  on  a 
U.S. -based  server  controlled  by 
Allied  Domecq.  The  fran¬ 
chisees  will  secure  their  own 
in-country  ’net  access,  and  a 
series  of  password-driven  front 
ends  will  control  access  levels. 

The  system,  which  is  being 
deployed  in  China  and  other 
world  markets,  initially  will  let 
franchisees  send  E-mail,  share 
information  in  a  one-way 
mode,  download  operation 
manuals  and  view  regional  and 
worldwide  sales  and  marketing 
reports.  But  the  real  benefits  of 
the  system  will  come  in  the  sec¬ 
ond  phase  of  deployment  slat¬ 
ed  for  sometime  next  year. 
Then  Baskin  Robbins  fran¬ 
chisees,  including  those  in 
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China,  will  have  their  month¬ 
ly  sales  data  polled  online,  and 
the  results  will  be  posted  for  all 
to  see  and  evaluate. 

Network  security  for  data 
passing  out  of  China  is 
largely  handled  by  IFX  and  its 
client’s  control,  but  the  front- 
end  system  in  the  U.S.  will  pro¬ 
tect  the  integrity  of  the  overall 
network,  Martin  says. 

Ketchum  Public  Relations 
Worldwide,  a  New  York-based 
public  relations  firm  repre¬ 
sented  in  Shanghai,  Beijing  and 
Hong  Kong,  is  addressing  the 
security  issue  by  ensuring  that 
all  IP  addresses  from  around 
the  globe  are  prescreened  and 
monitored  regularly.  Only  ap¬ 
proved  Ketchum  employees 
worldwide  can  get  inside  the 
corporate  firewall  to  review 
data  on  the  corporate  intranet. 

The  current  setup,  while  far 
from  being  a  true  collaborative 
environment,  does  allow  for 
meaningful  communication 
beyond  E-mail,  says  Dan  Ma¬ 
dia,  senior  vice  president  of 
technology  and  a  senior  part¬ 
ner  at  Ketchum.  The  firm  has 
many  large  multinational 
clients,  several  with  offices  in 
China.  To  support  clients,  team 
members  are  assigned  in 
China  and  elsewhere.  It’s  up  to 
them  to  apprise  one  another  of 
their  actions,  such  as  the  post¬ 
ing  of  press  releases. 

Ketchum,  too,  is  planning 
a  second  phase  of  deployment 
which  Madia  says  will  intro¬ 
duce  custom  collaborative 
software  that  will  link  account 
representatives  all  over  the 
globe. 


PRESTON  IS  A  FREELANCE 
WRITER  IN  PALO  ALTO,  CALIF. 
SHE  RECENTLY  SPENT  A  MONTH 
IN  CHINA. 
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1  $38.5M  air  travel  | 

1  $25.6M  books  | 

$8.4M  software 

H  $8.1  M  music 

NO  PROBLEM 

TALK  ABOUT  A  LACK  of 
communication.  According 
to  a  recent  study  by 
Xephon,  a  U.K.  market 
researcher,  a  quarter  of 
European  respondents  see 
the  conversion  to  the  euro 
as  a  much  bigger  problem 
than  the  year  2000. 

But  in  the  U.S.,  most  IS 
managers  consider  the  euro 
to  be  a  relatively  trivial 
consideration. 

BUT  WAIT  -  THERE'S  MORE 
BAD  NEWS.  According  to 
the  report,  which  surveyed 
184  organizations  around 
the  world,  30%  of  IS  man¬ 


their  company.  A  massive 
57%  said  they  hadn’t  yet 
checked  their  embedded 
systems  for  compliance  but  ' 
planned  to  do  so  In  the  near 
future. 

FOR  MORE  (NFORMATION.  CONTACT 
XEPHON  AT 


WORLDLY  WISE 

MOST  COMPANIES  under¬ 
stand  that  the  World  Wide 
Web  will  attract  interna¬ 
tional  visitors  looking  for 
new  products  or  better 
prices.  But  according  to 
Forrester  Research,  Inc.  in 
the  U.S..  few  U.S.  companies 
address  the  needs  of  their 
international  audience. 
European  corporations,  on 
the  other  hand,  have  taken 
the  lead  in  World  Wide  Web 
localization  by  adapting  . 
products,  brands  and  prices 
to  meet  local  market  varia¬ 
tions. 

IN  EUROPE,  80%  of  corpo¬ 
rate  sites  are  multilingual, 
with  English  as  the  preferred 
second  language.  While  two- 
thirds  of  these  firms  main¬ 
tain  one  primary  interna¬ 
tional  site,  localized  content 
featuring  product  news  and 
promotions  is  usually  just 
one  click  away.  Although 
localization  is  expensive  and  ' 
can  add  between  10%  and 


agers  in  large  organizations 
view  embedded  processors 
(in  control  systems,  manu¬ 
facturing  plants,  and  so  on) 
as  a  much  greater  year  ; 
2000  compliance  problem 
than  centralized  systems. 

But  one-fifth  of  those  sur¬ 
veyed  said  they  didn't  know 
who  had  responsibility  for  '  : 


60%  to  a  site's  development 
costs,  according  to  Forrester, 
localized  sites  generate  piqre 
traffic,  longer  visits  apid  • 
greater,  ,c,ustp;rner:Sa|il^gc-;,|;  ,V. 
tion.  '' 
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AN  INVISIBLE  THREAT: 
INCOMPATIBLE  IT 


BY  ALICE  LAPLANTE 

Bob  Bam®  k  one  of  the  luckier  CIOs  to 
(^erge  frorriytbday’s  global  merger  melee. 
*  His  company,-  Westcon,  Inc.,  a  whole- 
safe?  distribucoT  of  networking  products, 
A^^ust  bou^S^y  Data  Tec  Ltd.,  a  South 
.i^^can  technology  integration  firm.  Yet 
Barnes  not  o^tJemains  gainfully  em- 
nfoved.  he’sjrheTOD  information  technol- 
(j^^^^^global  concern  with  a  mar¬ 
ket  capitalization  of  more  than  $1  billion. 

The  major  IT  initiatives  he’s  been  plan¬ 
ning  —  upgrading  Westcon’s  homegrown 
distributed  suite  of  applications  to  sup¬ 
port  electronic  commerce  worldwide  — 
aren’t  only  on  course,  they’ve  been  ex¬ 
panded  beyond  his  wildest  dreams.  Best 
of  all,  “we  now  have  the  financial  backing 
to  do  this  right,”  he  says. 

In  fact,  it  was  probably  Westcon’s  glob¬ 
al  IT  infrastructure  that  made  it  attractive 
to  all  the  suitors  that  lined  up  once  it  put 
itself  on  the  auction  block,  says  Tom 
ir  :  Dolan,  executive  vice  president  of  sales 
and  marketing  at  Westcon,  which  racked 
up  $400  million  in  sales  in  fiscal  1997. 

All  Westcon  sites  around  the  world  are 
^  - connected  by  a  private  frame-relay  net- 
^  Work  that  spans  the  globe.  At  each  site  — 


including  Montreal,  Toronto,  Sydney  and 
Hong  Kong  —  local  Windows  NT  Serv¬ 
er  and  intranet  servers  run  homegrown 
enterprise  resource  planning  (ERP)  ap¬ 
plications.  Those  servers  run  on  LANs 
that  also  run  Novell,  Inc.’s  Netware. 
Local  ERP  functionality  is  transmitted 
through  the  global  intranet  and  consoli¬ 
dated  on  Windows  NT  servers  at  the  New 
York  headquarters. 

In  an  unusual  twist,  the  acquired  com¬ 
pany’s  IT  infrastructure  will  dominate  the 
newly  formed  global  networking  giant. 
Data  Tec  will  relaunch  its  U.K.  operations 
with  the  recognized  Westcon  brand  name 
and  will  build  on  Westcon’s  global  IT  pres¬ 
ence. 

In  short,  Westcon’s  existing  IT  archi¬ 
tecture  “will  be  expanded  to  incorporate 
all  existing  Data  Tec  sites,”  Barnes  says. 

The  goal  is  to  move  to  a  new  ERP  sys¬ 
tem  that  will  run  on  the  communications 
structure  already  in  place.  The  merged  en¬ 
tity  plans  to  buy,  not  build,  its  next  gen¬ 
eration  of  ERP  applications  and  has  nar¬ 
rowed  its  choice  to  a  handful  of  top 
contenders. 

“All  our  people  are  staying  in  place.  In 
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“intend  to  truly  come  together  to  reap  the 
efficiency  benefits  of  combined  process¬ 
es,  then  one  or  both  organizations  must 
be  prepared  for  massive  changes,”  says 
Mike  Grant,  vice  president  of  the  strate¬ 
gic  IT  practice  at  A.T.  Kearney  in  Dallas. 
“And  if  you  try  to  do  this  without  first  um 
derstanding  the  IT  implications,  then  you 
are  heading  for  disaster.” 

There  are  the  basic  issues  to  be  consid¬ 
ered:  operating  systems  that  need  to  be 
consolidated  or  at  least  talk  to  each  oth¬ 
er;  data  to  consolidate;  and  users  to  be 
trained  on  new  or  evolving  systems. 

Then  there  are  larger  issues  that  could 
affect  the  health  of  the  merger:  the  type 
and  number  of  commitments  to  specific 
vendors;  current  projects  under  develop¬ 
ment;  current  outsourcing  or  third-party 
staffing  contracts;  electronic  links  that 
connect  existing  customers  or  suppliers; 
and  most  important,  “what  the  existing 
IT  road  map  is  and  whether  it  serves  the 
strategic  goals  of  the  new  organization,” 
says  Andreas  Meyer  Known ow,  vice  pres¬ 
ident  of  Siemens  Nixdorf  Information  Sys¬ 
tems,  Inc.’s  Application  Software  division 
in  Burlington,  Mass.  Siemens  and  Nix¬ 
dorf,  both  German-based  firms,  merged 
in  the  early  1990s. 

With  mergers  or  acquisitions  that  cross 
international  boundaries,  the  challenges 
multiply.  You’ve  got  data  migration  issues 
that  include  translation  — -  not  only  of  dif¬ 
ferent  languages,  but  different  alphabets. 
There  are  constantly  changing  legal  and 
regulatory  issues.  Currency  conversions. 
And  technology  deemed  standard  in  one 
country  might  not  be  readily  available  or 
economically  feasible  in  another. 

Then,  of  course,  there  are  cultural  dif¬ 
ferences,  which  can  be  showstoppers  even 
when  a  corporate  marriage  is  made  with¬ 
in  country  boundaries.  Add  language  dif¬ 
ferences  and  cultural  assumptions  that  go 
back  to  centuries  of  local  tradition,  and 
you  have  a  taste  of  some  of  the  challenges 
that  lie  ahead.  -  ; 

“In  international  mergers  or  a9quisi- 
tions,  there  are  major  cultural  an4  corh^ 
m unications  issues  that  make  sodnicthing 
that  is  already  difficult'much  harder  to  ad^ 
complish,”  Madison  saysT';  vd  J 

Which  makes  underestirnating  a  danl 
Continued 


essence,  were  simply  expanding  our 
method  of  doing  business  worldwide,” 
says  Robert  Gordon,  manager  of  global 
information  systems  at  Westcon.  He  man¬ 
ages  the  firm’s  private  frame-relay  network. 

That  doesn’t  mean  individual  Data  Tec 
offices  overseas  won’t  be  allowed  to  keep 
applications  they’ve  developed  or  grown 
accustomed  to,  Barnes  says.  There  will  be 
a  concerted  attempt  to  standardize  the 
global  network  infrastructure,  but  “if  a  lo¬ 
cal  application  or  implementation  of  tech¬ 
nology  has  a  good  business  case,  we’ll  con¬ 
tinue  to  use  it  —  provided  it  has  no 
business  or  technical  interoperability  or 
maintenance  impact  on  our  global  envi¬ 
ronment.” 

Many  of  the  details  haven’t  been  ironed 
out  (the  deal  was  just  clinched  early  this 
summer),  but  “everything  is  moving  ahead 
smoothly,”  Barnes  says. 

That’s  why  he’s  one  of  the  lucky  ones. 

Because  in  most  cross-border  mergers, 
the  IT  fallout  is  “grossly  underestimated,” 
says  Dr.  William  Zeitz,  a  consultant  at  Be¬ 
yond  the  Millennium  Consulting  in  Lam- 
bertville,  N.J. 

When  you  consider  the  merger  mania 
that  struck  in  the  late  1990s,  that’s  a  lot 
of  underestimating.  The  latter  part  of  the 
decade  has  seen  a  40%  jump  in  overall 
mergers  and  acquisitions  between  1996 
and  1 997,  according  to  Computer  Sci¬ 
ences  Corp.  (CSC),  which  tracks  mergers 
and  acquisitions  activity. 

“We  tracked  about  $  1  trillion  worth  of 
deals  in  North  America  alone  last  year,” 
says  Tom  Madison,  corporate  vice  presi¬ 
dent  at  CSC  in  Dallas. 

Many  of  the  most  highly  publicized 
deals  have  been  multinational  in  scope. 
The  German  media  conglomerate  Ber¬ 
telsmann  Aktiengesellschaft  paid  $1 .4  bil¬ 
lion  to  swallow  Random  House  in  the 
U.S.  Daimler-Benz  in  Germany  bought 
U.S. -based  Chrysler  Corp.  for  $39  bil¬ 
lion.  And  Montreal-based  Seagram  Co. 
purchased  PolyCram  Records  in  the 
Netherlands  for  nearly  $  1 1  billion. 

For  mergers  or  acquisitions  completed 
using  the  “portfolio”  approach  —  the  busi¬ 
nesses  involved  continue  operating  au¬ 
tonomously  despite  being  under  the  same 
corporate  umbrella  —  IT  concerns  are 
minimized.  But  if  the  businesses  involved 
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JUST  HOW  THICK  IS  A  VIRTUAL  WALL? 


You’re  getting  ready  to  close  your  biggest  deal  to  date  via  the  Internet  and  the 
question  of  security  crosses  your  mind  (relax,  it  can  be  safe). 

As  you  hit  “send,”  consider  the  fact  that  there  are  entire  corporations  who  are 
struggling  with  the  same  question.  They’d  like  to  utilize  the  Web  to  distribute  and  manage 
sensitive  data,  but  they  also  want  to  know  -  how  safe  is  it? 

IBM,  working  with  business  partner  Lante,  a  specialist  in  Lotus®  application 
development,  helped  a  company  called  IntraLinlcs  create  a  secure  environment  for  businesses 
to  work  on  the  Web. 

Supported  by  IBM  Global  Services,  IntraLinks  provides  a  private  extranet  based  on 
Lotus  Domino™  which  allows  constituencies  to  safely  work,  collaborate,  even  negotiate  online. 
Proposals,  documents,  classified  plans  and  contracts  (some  worth  billions)  can  travel  safely. 

In  addition,  fanatical  electronic  tracking  helps  assure  that  each  detail,  no  matter 
how  small,  doesn’t  fall  through  the  cracks  (so  not  only  are  the  walls  as  thick  as  they  need 
to  be,  but  the  virtual  floor  is  well-built,  too). 

In  less  than  a  year,  over  $60  billion  has  been  managed  using  IntraLinks’ 
e-business  technology.  Costs  are  down  10  to  30%  over  standard  management  practices  and 
document  delivery  systems.  This  last  point  has  not  gone  unnoticed  in  the  world  of  linance, 
where  an  increase  in  volume  of  as  little  as  1%  can  equal  a  $20  million  boost  in  revenue. 

To  learn  more,  visit  our  Web  site  (where  the  door  is  unlocked,  and  everybody’s 
welcome)  at  www.ihm.com/e-business,  or  call  us  at  1  800  IBM  7080,  ext.  NC41. 

Solutions  lor  a  small  planet™  E  =£  E^E 


BRIAN  SMALE 
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STRATEGY;  THE  GLOBAL  NETWORK 
INFRASTRUCTURE  WILL  BE  STANDARDIZED, 
BUT  LOCAL  APPLICATIONS  WITH  A  GOOD 
BUSINESS  CASE  WILL  BE  LEFT  ALONE. 
WESTCON’S  IT  INFRASTRUCTURE  WILL 
DOMINATE  THE  NEWLY  FORMED  GLOBAL 
NETWORKING  GIANT. 


N.Y.-BASED  FIBIVI  MERGES 
WITH  SOUTH  AFRICAN  FIRM 


COMMENT:  AS  A  RESULT  OF  THE  MERGER, 
"WE  NOW  HAVE  THE  FINANCIAL  BACKING 
TO  DO  [THINGS]  RIGHT."  -  BOB  BARNES 


Continued  from  page  9 
gerous  thing,  indeed. 

Since  IT  is  critical  to  business  opera¬ 
tional  efficiency,  it  would  first  make  sense 
to  know  if  a  merged  IT  entity  is  even  pos¬ 
sible.  “To  the  extent  that  many  compa¬ 
nies  cite  cost  savings  and  operational  ef¬ 
ficiencies  as  the  primary  reason  for  a 
merger  or  acquisition,  senior-level  IT  peo¬ 
ple  need  to  verify  that  those  opportuni¬ 
ties  are  indeed  viable,”  agrees  7\lec  Ellison, 
managing  director  of  Broadview  Associ¬ 
ates,  a  technology  investment  bank  head¬ 
quartered  in  New  York. 

EARLY  INTERVENTION 
And  chief  information  officers  are  unan¬ 
imous:  the  earlier  IT  is  involved,  the  bet¬ 
ter. 

“If  any  of  the  verbs  ‘combine,’  ‘inte¬ 
grate,’  ‘move’  or  ‘report’  are  spoken,  I  need 
to  be  sitting  in  the  room,”  says  Bob 
Rubin,  vice  president  of  information  ser¬ 
vices  at  Elf  Atochem  North  America,  Inc. 
in  Philadelphia. 

Rubin  has  endured  a  number  of  multi¬ 
national  mergers  in  his  long  IT  career, 
most  recently  when  Elf  Atochem  pur¬ 
chased  Rohm  Haas’  Plexiglas  business, 
based  in  Germany.  “Even  domestic  merg¬ 
ers  are  difficult.  But  with  multinationals 
you  are  dealing  with  distance  and  language 
and  culture,”  he  says. 

For  example,  Rubin  explains.  Elf  and 
Rohm  Haas  had  originally  structured  the 
deal  as  a  joint  venture.  Called  AtoHaas, 
Atochem  ran  the  European  systems,  and 
Rohm  Haas  ran  the  U.S.  systems.  “I  was 
constantly  on  the  phone  with  my  coun¬ 
terpart  in  Europe  trying  to  figure  out  how 
to  make  it  all  work,”  recalls  Rubin.  An 
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eventual  compromise:  to  keep  running 
two  separate  systems  until  2000,  when  a 
new  strategy  would  be  devised. 

Indeed,  one  of  the  keys  to  success  is  ear¬ 
ly  involvement  of  senior-level  IT  folk. 

“IT  tends  to  be  the  last  thing  people 
think  of  when  [mergers  and  acquisitions] 
talks  begin.  Yet  there  are  tremendous  tech¬ 
nology  implications  to  moving  into  new 
markets,  acquiring  new  products  or  get¬ 
ting  access  to  new  customers,”  Grant  says. 

Many  CIOs  have  horror  stories  about 
being  involved  in  mergers  or  acquisitions 
where  the  IT  aspect  was  little  more  than 


an  afterthought. 

Zeitz  was  group  CIO  when  American 
Cynamid  bought  Houston-based  Shell  Oil 
Co.’s  global  agricultural  business.  “We 
were  called  in  after  the  deal  was  basically 
done,”  he  recalls.  “They  told  us  they  ex¬ 
pected  the  systems  to  be  merged  as  soon 
as  possible,  but  they  hadn’t  begun  to  think 
of  what  that  would  involve.” 

For  example,  one  critical  Shell  system 
had  for  a  long  time  been  outsourced  to  a 
third-parry  firm. 

“Someone  else  had  designed  it,  written 
it  and  was  providing  all  service  and  sup- 


port.  Yet  no  one  had  taken  into  account 
that  these  very  important  systems  profes¬ 
sionals  didn’t  ‘belong’  to  Shell.  No  one 
was  sure  who  owned  what  or  who  would 
be  responsible  for  supporting  this  impor¬ 
tant  function  after  the  deal  went  through,” 
Zeitz  says. 

Issues  like  this  need  to  be  fully  investi¬ 
gated  ahead  of  time,  “otherwise  you  don’t 
know  if  the  IT  impact  is  going  to  be  $20 
million  or  $200  million,”  Zeitz  points  out. 
In  this  particular  case,  the  outsourcer’s 
contract  was  extended  until  the  new  IT 
division  could  evaluate  the  best  way  to 
proceed,  he  says. 

If  there’s  a  silver  lining  to  the  year  2000 
crisis  facing  every  company  in  the  world, 
it’s  that  “you  can’t  even  think  about  a  merg¬ 
er  or  acquisition  these  days  without  talk¬ 
ing  about  systems,”  Zeitz  says. 

“Because  of  year  2000,  IT  considera¬ 
tions  tend  to  come  up  much  earlier  than 
they  used  to,”  Ellison  says.  And  with 
mergers  and  acquisitions  so  common, 
CEOs  are  becoming  more  sophisticated 
about  involving  technologists  at  earlier 
stages  of  talks,  he  says. 

Rubin  recalls  being  called  into  a  meet¬ 
ing  with  his  CEO  and  one  other  execu¬ 
tive  vice  president  when  Atochem  was  first 
considering  buying  out  Rolm  Haas’  share 
of  the  two  company’s  previously  joint  Plex¬ 
iglas  business,  AtoHaas. 

“They  said,  ‘Besides  us,  you  are  the  only 
person  who  knows  about  this,’  “  he  says. 
“They  told  me  that  IT  integration  issues 
would  affect  the  negotiating  posture  they 
took.”  Specifically,  since  Atochem  was  pur¬ 


chasing  only  the  product  line  and  relat¬ 
ed  sales  and  manufacturing  operations 
but  not  administrative  functions,  “we 
would  need  to  pay  Rohm  Haas  to  run 
the  on-going  systems  until  we  were  pre¬ 
pared  to  take  them  over.  So  the  IT  con¬ 
version  very  much  affected  the  economic 
sense  of  the  deal,”  Rubin  says. 

THE  GLOBAL  CUSTOMER 
Another  firm  that  seriously  considered 
the  IT  implications  is  Siemens  Nixdorf 
In  fact,  a  big  challenge  for  the  merged 
entity  has  been  thinking  about  the  com¬ 
bined  IT  infrastructure  from  the  point 
of  view  of  the  customer,  says  Knownow, 
who  was  directly  involved  with  the  as¬ 
sessment  phase  of  the  merger. 

“You  need  to  think  through  all  the  is¬ 
sues:  Is  the  product  being  ordered  from 
America?  Delivered  from  Europe?  Paid  for 
in  Europe  but  delivered  to  Asia?  All  these 
business  issues  are  really  IT  issues,”  he  says. 

In  order  to  get  the  entire  company  in 
sync,  Siemens  Nixdorf  made  a  huge  in¬ 
vestment  in  SAP  R/3,  which  was  chosen 
for  its  global  support  and  multilingual  ca¬ 
pabilities,  says  Knownow,  who  manages 
a  team  of  several  hundred  IT  profession¬ 
als  implementing  SAP  throughout  the 
world.  Previously,  the  two  companies  each 
had  different  legacy  systems  that  are  still 
being  phased  out. 

Even  now,  the  process  of  bringing  to¬ 
gether  two  such  immense  IT  organiza¬ 
tions  is  ongoing,  Knownow  says.  “At  the 
same  time  that  you  are  trying  to  make 
these  big  changes  in  the  technological  in- 
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VICE  PRESIDENT  OF  SIENTEN^I 
NIXDORF  INFORMATION 
SYSTEMS.  INC.’S  APPLICATION 
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frastructure,  the  market  is  changing,  your 
customers  are  changing.  You  have  to  stay 
on  top  of  all  of  that,”  he  says. 

As  with  any  IT  initiative,  communi¬ 
cating  clearly  with  users  is  a  critical  issue. 
Only  in  an  international  merger  or  ac¬ 
quisition,  it’s  complicated  by  linguistic 
and  cultural  differences,  says  Sean  Magee, 
director  of  international  information  sys¬ 
tems  at  Lanier  Worldwide,  Inc.  in  Atlanta. 

Magee  is  stationed  in  Brussels  for  the 
next  12  months  to  oversee  the  IT  inte¬ 
gration  of  Lanier’s  recent  acquisition  of 
Agfa-Gavaert  Group’s  copier  business, 
which  is  based  in  Belgium. 

“With  some  cultures,  people  prefer  to 
be  very  direct.  They  tend  to  have  a  low 
tolerance  for  ambiguity  and  a  high  toler- 
Continued  on  page  14 


TWO  GERMAN  FIRMS,  MERGED 
IN  THE  EARLY  1 990s 


STRATEGY:  SAP  R/3  IS  BEING 
IMPLEMENTED  THROUGHOUT  THE  MERGED 
COMPANIES  TO  SYNCHRONIZE  BUSINESS 
PROCESSES.  PREVIOUSLY,  THE  TWO 
COMPANIES  EACH  HAD  DIFFERENT  LEGACY 
SYSTEMS  THAT  ARE  STILL  BEING 
PHASED  OUT. 


COMMENT:  "AT  THE  SAME  TIME  THAT  YOU 
ARE  TRYING  TO  MAKE  THESE  BIG  CHANGES 
IN  THE  TECHNOLOGICAL  INFRASTRUCTURE. 
THE  MARKET  IS  CHANGING,  YOUR 
CUSTOMERS  ARE  CHANGING.  YOU  HAVE 
TO  STAY  ON  TOP  OF  ALL  OF  THAT." 

-  ANDREAS  MEYER  KNOWNOW 
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“IT  TENDS  TO  BE  THE  LAST 
THING  PEOPLE  THINK  OF 
WHEN  [MERGER]  TALKS 
BEGIN.  YET  THERE  ARE  TREMENDOUS  TECH¬ 
NOLOGY  IMPLICAHONS  TO  MOVING  INTO  NEW 
MARKETS,  ACQUIRING  NEW  PRODUCTS  OR 
GETTING  ACCESS  TO  NEW  CUSTOMERS.” 

-  MIKE  GRANT,  VICE  PRESIDENT  OF  THE  STRATEGIC  INFORMATION 
TECHNOLOGY  PRACTICE,  A.  1  KEARNEY  IN  DALLAS. 


Continued  from  page  12 
ance  for  conflict,”  Magee  says. 

On  the  other  hand,  other  cultures  tend 
to  have  “very  low  tolerance”  for  outright 
conflict  and  a  high  respect  for  honor  and 
“saving  face,”  he  says.  This  plays  out  in 
the  IT  realm  in  many  ways,  Magee  says. 
“I  was  recently  told  by  an  Italian  manag¬ 
er,  T’d  like  a  little  time  to  consider  this 
proposal,’  and  what  he  was  saying  was, 
‘absolutely  not,’  ”  Magee  says.  “You  learn 
that  in  some  cultures,  saying  that  a  pro¬ 
posal  sounds  ‘interesting’  is  a  way  of  say¬ 
ing,  ‘no  way.’  ” 

Magee  calls  Lanier’s  acquisition  of  Agfa 
“a  terrific  marriage”  because  of  the  syner¬ 
gies  of  the  two  formerly  separate  compa¬ 
nies’  copier  manufacturing,  sales  and  leas¬ 
ing  operations.  But  that  doesn’t  mean  the 
IT  aspects  aren’t  complicated.  For  starters, 
although  Lanier  has  traditionally  had  a 
strong  centralized  philosophy  for  all  en¬ 
terprisewide  applications,  it  is  modifying 
that  stance  as  it  consolidates  former  Agfa 
sites  into  its  operations. 

“The  Agfa  people  in  Switzerland  and 
Germany  were  very  clear  that  having  to 
use  a  single  supplier  globally  for  PC  ac¬ 
quisitions  would  not  work  for  them,” 


Magee  says.  He  eventually  decided  they 
were  right;  it  was  too  difficult  to  specify 
exact  vendors,  let  alone  model  numbers, 
across  all  countries  the  new  Lanier/Agfa 
business  would  be  operating  in.  Not  only 
did  availability  vary,  but  so  did  price  and 
the  quality  of  support  provided. 

So  although  desktop  technical  specifi¬ 
cations  were  standardized  —  with  a  cer¬ 
tain  PC  with  certain  size  drive,  for  exam¬ 
ple  —  each  country  is  free  to  choose  the 
vendor  they  deem  the  best  and  most  eco¬ 
nomical  source  of  the  product. 

Indeed,  for  many  multinationals,  local 
IT  relationships  could  be  very  difficult  to 
disentangle.  “Local  information  technol¬ 
ogy  providers  have  been  very  good  at  pro¬ 
viding  specific  solutions  to  specific  offices 
in  specific  countries,”  Grant  points  out. 
“It  can  be  difficult  to  reconcile  these  lo¬ 
cal  relationships  with  an  IT  strategy  that 
transcends  borders  and  language.” 

Some  of  that  is  practical.  Laws  and  reg¬ 
ulations  can  vary  from  region  to  region, 
much  less  from  country  to  country.  And 
differences  in  tax,  import,  export  and  oth¬ 
er  laws  can  dramatically  affect  operations. 

In  the  U.S.,  for  example,  Lanier  is  mov¬ 
ing  ahead  with  an  enterprisewide  People- 


Soft  system  installation  but  is  holding  back 
in  Europe  until  the  French  government 
finishes  revising  its  tax  code  -  which  won’t 
happen  until  June  1,  1999.  “We’ll  need 
to  be  certain  that  the  vendor  we’ve  select¬ 
ed  will  be  able  to  support  that,”  he  says. 

Many  multinational  CIOs  point  out 
that  perhaps  the  biggest  overlooked  issue 
involves  the  user  communities  affected  by 
the  merger  or  acquisition.  Not  only  are 
there  enormous  training  and  support  is¬ 
sues  as  the  underlying  technology  infra¬ 
structure  is  modified  or  replaced,  but  these 
technological  changes  are  often  just  sur¬ 
face  reflections  of  the  massive  process 
changes  that  are  simultaneously  occurring. 

For  instance,  it  takes  just  as  many 
financial  analysts  as  systems  analysts  to 
make  sure  that  two  massive  accounting 
systems  are  successfully  combined  at  In¬ 
gram  Micro,  Inc.  in  Santa  Ana,  Calif,  says 
Dave  Carlson,  chief  technology  officer  at 
the  high-tech  distribution  giant.  Ingram, 
which  is  in  the  middle  of  a  global  acqui¬ 
sition  spree,  has  developed  a  methodolo¬ 
gy  that  makes  sure  pre-assessment, 
assessment  and  consolidation  teams  con¬ 
tain  business  and  technology  specialists. 

“It  takes  continuous  monitoring  of  your 
users  for  this  to  work,”  Knownow  says. 
After  all,  he  still  spends  60%  of  his  time 
on  the  road,  mostly  dealing  with  end-user 
issues  in  Town  Hall-type  meetings  specif¬ 
ically  designed  to  ease  the  transition  to  the 
new  way  of  doing  business.  More  than 
that,  he  says,  do  whatever  it  takes  to  en¬ 
sure  everyone  buys  in  to  the  new  order. 
Knownow  recalls  one  meeting  at  a  300- 
employee  site  where  he  literally  put  up 
some  key  IT  initiatives  for  a  vote.  “The 
employees  themselves  defined  the  goals 
and  the  strategies  for  the  site,  and  they 
made  themselves  personally  accountable 
for  it.  Otherwise,  you  will  not  succeed.” 


LAPLANTE  IS  A  FREELANCE  WRITER  IN 
WOODSIDE,  CALIF. 
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CASE  STUDY; 


DISTRIBUTOR  GOBBLES  UP 
INTERNATIONAL  BUSINESSES 
WITHOUT  IT  INDIGESTION 


BY  ALICE  L  APE  ANTE 

It’s  late  July,  and  Dave  Carlson  has  just 
gotten  back  to  southern  California  after 
yet  another  trip  to  Paris.  This  marks  his 
57th  visit  to  Europe  in  an  IT  career  that 
spans  nearly  three  decades. 

He’ll  be  crossing  international  bound¬ 
aries  again  within  weeks  to  Chile  or  Sin¬ 
gapore  or  Brussels  —  wherever  his  em¬ 
ployer,  Ingram  Micro,  Inc.,  needs  him. 
These  days,  his  presence  is  more  likely  to 
be  required  overseas  than  domestically,  as 
Ingram  Micro  pursues  a  furious  growth- 
through-acquisition  strategy  that  shows 
no  sign  of  abating. 

Ingram  Micro,  in  Santa  Ana,  Calif,  is 
the  world’s  largest  wholesale  distributor 
of  technology  products  and  services.  It 
rang  up  $16.5  billion  in  sales  in  fiscal  1997 
and  operates  facilities  in  31  countries. 

The  company  has  a  history  of  growing 
through  acquisition,  but  the  past  19 
months  have  been  extraordinary  by  any 
standards.  “We  used  to  do  maybe  one  or 
two  conversions  [of  acquired  facilities]  per 
year,”  Carlson  says.  “Now  we’re  doing  six 
times  that  number.” 

The  strength  of  Ingram  Micro’s  global 
acquisition  strategy?  An  uncompromis¬ 
ingly  centralized  approach  to  enterprise 
systems  management,  Carlson  says. 

“Our  philosophy  is  that  every  site 
worldwide  runs  on  the  same  core  infor¬ 
mation  system,”  he  says. 

At  the  heart  of  this  is  a  pricing  and  in¬ 
ventory  management  system  that  any  In¬ 
gram  Micro  customer  can  search  to  find 
the  nearest  —  or  cheapest  —  source  of  a 
product,  no  matter  what  country  it’s  in. 


The  backbone  of  Ingram  Micro’s  glob¬ 
al  acquisition  strategy  is  its  suite  of  core 
applications,  called  IMpulse,  which  offers 
real-time  information  exchange  between 
all  Ingram  Micro  internal  operations,  its 
customers  and  its  product  manufacturers. 

The  system  includes  a  World  Wide  Web 
site,  a  Web-based  electronic  purchasing 
system,  an  automated  fax-response  system 
and  a  plethora  of  integration  tools  that 
allow  resellers  to  electronically  connect 
with  the  Ingram  Micro  inventory  data¬ 
base  in  real  time. 

IMpulse  runs  on  two  CICS  mainframes 
that  connect  to  more  than  30,000  servers 
and  desktop  computers  worldwide  via  an 
ANS-based  global  wide-area  network. 
Several  client/server  applications  built  us¬ 
ing  Oracle  Corp.  databases  and  Power¬ 
Builder  front  ends  surround  and  support 
this  basic  system,  Carl¬ 
son  says. 

And  Ingram  Micro 
has  got  the  acquisition 
process  down  to  a  sci¬ 
ence.  Once  a  general 
letter  of  intent  has 
been  signed  with  the 
target  company,  Carl¬ 
son  sends  in  a  “pre¬ 
assessment”  team  of 
IT  professionals  to 
make  initial  determi¬ 
nations  as  to  how 
long,  and  how  com¬ 
plicated,  the  conver¬ 
sion  to  the  core  In¬ 
gram  Micro  systems 
will  take.  Then  a  full 
assessment  team  of 


eight  or  nine  Ingram  people  is  sent  for  a 
week.  That  team  comprises  IT  workers 
and  business  specialists  who  analyze  the 
business  processes  of  the  company  in  ques¬ 
tion.  They  compile  the  official  “conver¬ 
sion  plan,”  which  considers  the  specific 
legal,  regulatory,  tax  and  operational  re¬ 
quirements  of  the  company  in  question. 

Finally,  a  full  conversion  and  business 
integration  team  —  which  includes  the 
members  of  the  assessment  team  and  ad¬ 
ditional  systems  and  business  analysts  — 
move  in  and  actually  convert  the  acquired 
company’s  information  assets. 

Of  course,  problems  arise,  such  as  mov¬ 
ing  the  acquired  company’s  inventory 
records  into  the  IMpulse  system.  “Because 
there  are  so  many  different  definitions  of 
cost,  we  need  local  business  expertise  to 
analyze  the  acquired  company’s  practices 
and  definitions  and  convert  them  to  In¬ 
gram’s  own,”  Carlson  says.  International- 
specific  issues  that  arise  involve  local  val¬ 
ue-added  taxes  and  other  taxes  specific  to 
a  particular  country  or  region,  he  says. 

Carlson  says  it  is  essential  to  have  non- 
IT  people  involved  in  all  aspects  of  the 
conversion.  “You  need  people  who  really 
understand  the  business  processes  and 
financial  books  of  the  company  in  ques¬ 
tion,”  he  says.  IT  determines  how  to  con¬ 
vert  data  into  the  global  IMpulse  system, 
but  the  business  experts  “are  absolutely 
necessary  to  make  sure  we  understand  the 
local  way  things  work,”  he  says. 
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DEBORAH  DIPAULO 


CASE  STUDY: 


LlVETTl 

FOR  THIS  DUO,  IHTEGRATION 
WILL  SAVE  THOUSANDS  BY  2000 


TO  MAICE'n  Of 
COMPANY  AS 
QOICKLY  AS 
POSSIBLE."  - 
jokPriTuccf 


iCHAlRiyiAN 
AT  WANG 


BY  CHRISTINE  STA1T1 

Back  in  the  1980s,  a  word  processor  com¬ 
pany  In  Lowell,  Mass.,  was  battling  a  type- 
writet  company  in  Ivrea,  Italy,  to  become 
the  king  of  technology  as  we  know  it. 

But  like  many  of  their  monolithic,  now 
mostly  defunct,  competitors,  both  com¬ 
panies  came  limping  into  the  ‘90s,  stung 
respectively  by  a  shakeout  in  the  U.S.  mini¬ 
computer  market  and  a  shakedown  in  Ital¬ 
ian  public  finance. 

So  the  history  buffs  were  somewhat 
stunned  last  September,  when  Wang  Lab¬ 
oratories,  Inc.,  now  in  Billerica,  Mass., 
and  also  known  as  Wang  Global,  an¬ 
nounced  it  would  acquire  Olsy,  Olivetti 
SpAs  IT  services  division.  Wang  paid  $390 
million  for  the  subsidiary.  Olivetti  received 
an  18.6%  share  of  Wang. 

The  deal  gives  Wang,  now  a  network 
and  integration  services  company,  a  strong 
presence  in  Europe  to  complement  its  ex¬ 
isting  offerings  in  the  U.S.  and  Asia.  It 
gives  Olivetti  money  to  focus  on  its  oth¬ 


er  interest,  the  capital-intensive  telecom¬ 
munications  market.  Although  based  in 
the  U.S.,  Wang  has  a  European  head¬ 
quarters  in  Eondon  and  data  centers  in 
the  U.S.,  Australia  and  Belgium. 

Managing  the  integration  of  his  com¬ 
pany’s  former  rival  is  Joseph  Tucci,  CEO 
and  chairman  of  Wang,  and  an  old  pro  at 
mergers  and  acquisitions. 

Where  other  CEOs  scratch  their  heads, 
Tucci  reaches  for  the  Wang  mergers  and 
acquisitions  template  —  a  plan  of  proce¬ 
dures  that  he  has  developed  from  experi¬ 
ence:  “The  key  to  integrating  an  acquired 
company  is  to  absolutely  make  it  one  com¬ 
pany  as  quickly  as  you  can,  and  we’re  pur¬ 
suing  that  here  at  the  speed  of  light.” 

He  says  CEOs  and  information  systems 
managers  should  start  planning  when  the 
merger  is  announced  —  well  before  plans 
are  final.  “If  you  wait  too  long,  you  lose 
momentum,  he  says. 

Tucci’s  second  rule  is  to  use  meritocra¬ 
cy  as  the  sole  criterion  when  awarding  top 
management  positions.  “The  best  people, 
whoever  they  are  and  wherever  they  come 
from,  get  the  jobs,”  he  says. 

The  deal  was  final  in  March  this  year. 
“Within  two  weeks  after  we  owned  the 
business,  we  had  a  strategy  for  what  we 
were  going  to  do  and  not  going  to  do,  all 
over  the  world,”  he  says. 

The  company  is  moving  just  as  fast  on 
its  information  systems  integration.  Olsy’s 
main  systems  fall  into  two  categories:  op¬ 
erational/financial  and  service/delivery. 

The  Olsy  operational  systems,  which 
Olivetti  had  outsourced  to  Serna  Group 
PLC  for  processing,  needed  some  work, 
Tucci  says.  The  company  decided  to  move 
these  applications  to  an  SAP  R/3  platform, 
which  Wang  already  uses.  This  solved  two 
problems:  updating  old  systems  and  head- 
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ing  off  a  year  2000  disaster  in  the  finan¬ 
cial  records.  “SAP  is  already  year  2000 
compliant,”  Tucci  explains,  “so  we  bypass 
that  problem  entirely  before  we  get  there.” 

Along  with  the  physical  integration, 
Wang  needed  to  tweak  its  SAP  profile  to 
accommodate  Olsy’s  business.  The  whole 
process  has  taken  a  combined  Wang/ Olsy 
team  five  months  to  complete  and  is 
now  in  the  testing  phase,  says  Cormac 
O’Reilly,  chief  information  officer  at 
Wang.  A  trial  rollout  is  scheduled  to  be¬ 
gin  in  October  in  Italy,  the  U.K.  and  the 
U.S.,  with  an  aggressive  18-country  roll¬ 
out  in  the  first  quarter  of  2000. 

Integrating  the  two  systems,  at  a  cost 
of  $50  million,  has  provided  significant 
savings  to  the  company  through  economies 
of  scale,  O’Reilly  says.  “Our  early  analy¬ 
sis  is  that  the  SAP  cost  per  user  will  drop 
from  $9,000  per  year  to  $2,000  when  in¬ 
tegration  is  complete,”  he  says. 

AGAINST  THE  GRAIN 
Wang  is  taking  a  somewhat  unorthodox 
approach  to  the  service/delivery  systems. 
The  company  will  port  these  systems  twice 
in  the  next  five  to  seven  years,  a  plan  that 
Tucci  defends.  “We  thought  it  was  way 
too  risky  to  port  both  [types  of  systems] 
over  at  the  same  time,”  especially  in  light 
of  the  coming  millennium.  “Porting  the 
operational  systems  to  SAP  will  take  out 
a  lot  of  administrative  costs,  which  are  way 
too  high  at  Olsy.  The  service/delivery  sys¬ 
tems  are  homegrown,  but  they’re  newer 
and  really  quite  good.” 

For  now,  Wang  will  integrate  the  cur¬ 
rent  Olsy  delivery  systems  into  the  exist¬ 
ing  Wang  setup,  finishing  the  year  2000 
compliance  work  that  Olivetti  already 
started.  Wang  was  already  planning  to  mi¬ 
grate  its  service/delivery  systems  from  Unix 
to  a  Windows  NT  client/server  platform. 
The  Olsy  systems  will  become  a  part  of 
that  migration,  and  the  whole  project 
should  be  completed  sometime  after  200 1 . 

And  what  would  company  founder  Dr. 
An  Wang  say  now?  “I  think  both  founders 
would  look  down  and  say,  “This  sure  is  a 
different  company’  ”  Tucci  says.  “But  I’m 
sure  both  of  them  would  approve.” 


STAITI  IS  A  FREELANCE  TECHNOLOGY  AND 
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PERSPECTIVE 


HOW  TO  SABOTAGE 

A  MULTICULTURAL 

MERGER?  “IGNORE 


IT” 


BY  STAN  LEPEAK 

^‘Bigger  is  better"  is  a  near-universal  truism  in  today's  economy. 
In  fact,  mergers  and  acquisitions  volume  around  the  world  will 
reach  $2.5  trillion  by  year's  end.  But  most  merger/acquisition 
efforts  fail  to  deliver  anticipated  benefits  in  a  timely  fashion. 
Too  many  companies  underestimate  the  difficulty  of  merging 
the  IT  systems  and  organizations  —  difficulties  that  are  muli- 
plied  when  the  companies  involved  are  multinationals  of 
different  nationalities. 

A  parade  of  multinationals  has 
pursued  mergers  under  the  aus¬ 
pices  of  increased  shareholder 
value,  improved  customer  inti¬ 
macy,  greater  economies  of  scale 
or  consistent  global  services.  Look 
at  Citicorp/Travelers,  AT8tT/TCI, 

Daimler-Benz/Chrysler.  Yet,  IT 
integration  delays  caused  several 
well-publicized  mishaps.  Disparate 
IT  systems  will  also  cause  delays 
for  global  telecommunication  and 
financial  services  companies  hop¬ 
ing  to  broaden  their  product 
offerings  via  a  merger. 

One  way  to  address  these  poten¬ 
tial  pitfalls  is  through  expanded 
due  diligence,  performed  by  qualified  individuals  (not  accoun¬ 
tants,  bankers  or  lawyers).  The  process  must  focus  on  the 
following  areas: 

■  ALIGNMENT:  How  well  does  the  IT  group  support  users' 
needs?  Do  IT  and  users  "get  along?"  Is  the  IT  group  viewed  as 
a  partner?  A  cost  center?  A  liability? 

■  ORGANIZATIONAL  MODEL:  What  is  the  degree  of  central¬ 
ization/decentralization?  What  is  the  reporting  structure  and 
degree  of  unit  autonomy? 

■  HUMAN  CAPITAL:  Is  there  a  skills  inventory?  Are  staff  skills 
competitive  and  aligned  with  users'  needs? 

■  SYSTEMS  MATURITY:  Is  systems  functionally  competitive? 

Are  applications  at  current  releases?  Year  2000  compliant? 

■  PLANNING/GOVERNANCE:  Do  formal  IT  strategies  and  archi¬ 
tecture  exist?  Are  chargeback  mechanisms  and  service-level 
agreements  in  place? 

■  GLOBAL  VARIANCES:  Is  a  global  perspective  apparent  in  the 
IT  organizational  and  technical  variables?  For  instance,  report¬ 
ing/decision-making  hierarchies,  staff  autonomy,  employment 
rules  and  work  habits,  as  well  as  systems  compatibility  and 
standards. 


Once  this  more  granular  due  diligence  is  completed,  organiza¬ 
tions  should  map  the  findings,  identify  gaps  and  ascertain  their 
relative  importance.  It  is  then  possible  to  explore  various  orga¬ 
nizational  models  and  their  associated  strengths/weaknesses, 
estimate  integration  costs  and  time  frames  and  construct  a  list 
of  the  most  serious  integration  roadblocks.  Keep  these  impor¬ 
tant  points  in  mind: 

■  MERGERS  OF  EQUALS  DON'T  WORK:  One  group  must  lead 
the  overall  effort.  Democracy  has  its  place,  but  not  in  many  as¬ 
pects  of  business  and  IT. 

■  CULTURE  CONFLICT  CAN  KILL: 
Culture  politics  (staff  interaction 
norms,  different  legal  and  cultural 
staffing  standards)  can  wreak 
havoc  in  a  merger.  This  has  been 
strongly  evidenced  in  the  pharma¬ 
ceuticals  industry. 

■  STAFF  ATTRITION  IS  INEVITABLE: 
Good  staff  will  leave,  and  dead- 
wood  will  remain,  especially  if  the 
transition  drags  on  without  clear 
goals.  This  necessitates  retraining 
and  reskilling  programs. 

■  BIGGER  ISN'T  ALWAYS  BETTER: 
Often,  the  smaller,  more  nimble  IT 
group  will  have  a  more  innovative 
approach  to  IT's  usage. 

■  SENIOR  MANAGEMENT  SUPPORT  AND  DIRECTION  IS 
NEEDED:  IT  groups  must  understand  management's  direction  or 
risk  setting  conflicting  goals. 

■  BUSINESS/USER  NEEDS  MUST  DRIVE  IT  PLANNING:  The  new 
IT  group's  structure,  focus  and  expertise  must  support  key  busi¬ 
ness  processes.  IT  groups  must  then  educate  management  on 
the  potential  IT-related  consolidation  challenges.  That  effort 
must  start  before  a  merger/acquisition  effort  is  under  way. 

Finally,  companies  should  consider  whether  a  merger/ 
acquisition  is  the  best  way  to  achieve  its  business  goals. 

Partnerships,  alliances,  "virtual"  organizations  or  "keiretsu" 
arrangements  are  viable  alternatives.  Integration  demands  are 
still  formidable,  but  primarily  from  the  technical,  not  cultural, 
perspective. 

And  each  can  retain  greater  flexibility  and  nimbleness.  That  is 
especially  important,  in  case  it  turns  out 
that  bigger  is  not  better. 

LEPEAK  IS  VICE  PRESIDENT  OF  ADVANCED 
INFORMATION  MANAGEMENT  SERVICES  AT 
META  GROUP,  INC,  STAMFORD,  CONN. 
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gives  thousands  of  companies 


over  networks  and  the  Web, 


while  controlling  who  sees  what. 


millions  of  online  financial  transactions  every  day. 
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To  see  how 


call  1  800  IBM  7080,  ext.  NC40 
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ARE  YOU  READY  FOR  E-RUSINESS? 
(YOUR  CUSTOMERS  ARE.) 


To  learn  how  to  put  the  latest  e-business  solutions  from  IBM  to  work  for  you, 

visit  www.ibm.com/e-business 
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